Persuaded by the pecking order assumptions, where internal fund is preferred over debt and equity when financing investment projects, this study provided empirical evidence on the interaction between working capital management and corporate debt structure, and the effect of this on corporate profitability. The assumption on which the study was based is that, if internal funds become the preferred source of finance for investment projects, then working capital composition is interfered, making both decisions co-dependent. A pool of timeseries and cross-sectional dataset was constructed from the annual audited financial results of 35 manufacturing companies listed on the Nigerian stock exchange for a two-year period (2011 -2012). Panel exploration and Factorial-ANOVA estimation techniques were used to estimate the econometric models developed for the study. The results suggested a significant negative relationship between firm's working capital composition and their debt structure choice. Additionally, on individual basis, the study found a positive significant relationship between debt structure and profitability but no significant relationship between firm's working capital composition and profitability. The results, however, showed that as the firm's working capital composition synchronously interacts with the debt structure, corporate profitability is positively affected. The study therefore recommends that, for firms to optimize profitability and to maintain good liquidity position, corporate financing decision should be considered side by side with their working capital composition.
restructuring. To be specific, the debt-equity synthesis and working capital management have been the center of consideration for most firms (Nwankwo and Osho, 2010) . These twinfinancing strategies as noted by Lazaridis and Tryfonidis (2006) Mukhopadhyay (2004) suggests that the working capital management of corporate entities is most crucial in attaining optimal liquidity position and in ensuring corporate going concern.
It is one of the most important decisions for companies when making a trade-off between liquidity and profitability, perhaps, in a way that optimizes the amount and composition of their current assets and how they are financed (Eljelly, 2004) . Besides, to be operationally efficient, every organization requires necessary amount of working capital irrespective of their size, or nature of business operation, whether profit oriented or not. The way a firm manages its working capital could significantly affect its profitability (Deloof, 2003; Raheman and Nasr, 2007) .
Following the logic of the pecking-order assumptions (Donaldson, 1961) , a firm' s working capital decision usually would interpolate with its financing decisions. To agree with Donaldson, a firm' s financing decision is usually assumed to follow a well-defined order, with internal funds (retained earnings) first, followed by external borrowings and then issuing of new equities (Myers, 1984; Sankay, Adekoya and Adeyeye, 2013) . This assuredly, would leave the firm in a contest for its available internal funds, perhaps, either to plough it into financing longterm investment projects, or to attain optimality in its working capital composition. This has been the bottleneck for firms seeking to achieve the desired trade-off position between liquidity and profitability (Raheman and Nasr, 2007) . Hence, to attain a synergetic position between these twin but distinct financial objectives, a strategic synchronism of both pursuits becomes apparent.
Hitherto, the interplay between these two financing objectives has been a concern of significant interest in the corporate circle. Recent observations by Adeyemi and Oboh (2011) have shown that most firms in Nigeria would rarely utilize long-term debt in financing investment projects, rather, earnings are usually ploughed and dividends are paid as script issues (Sankay et al., 2013) . This therefore, would stall the possibility of an optimal working capital position since most firms are assumed to adhere to the pecking-order predictions, whereby, firms would rather invest internal funds in long-term investment projects than seek to maintain an efficient working capital position. It is on this ground that the trade-off between profitability and liquidity remains contestable among economic experts and scholars.
This study is therefore aimed at exploring the effect of the synergy of an effective working capital composition and financing decision on corporate profitability in Nigeria. Specifically, the following objectives have been set out:
i. to investigate the relationship that exists between corporate working capital and debt ratios in firms listed on the Nigerian Stock Exchange;
ii. to examine the individual effects of the debt ratios on corporate profitability;
iii. to examine the individual effects of working capital composition on profitability; The remaining sections of the paper are arranged as follows: the next section presents the literature review, theoretical framework and hypotheses development; followed by the methodology adopted for the study in section III; the results and discussions are presented in section IV; and the conclusion emanating from the study constitutes the final section.
LITERATURE REVIEW
Aroused by an old-fashioned pecking-order framework, in which a firm prefers internal to external financing and debt to equity if it issues securities (Donaldson, 1961; Myers, 1984) , a fierce debate among economic experts and accounting scholars on the dynamics of firm' s financial structure, perhaps, on the interplay between a firm' s working capital composition and its financing decision in adherence to the pecking-order predictions remains inconclusive.
No doubt, because of this debatable line of thought among scholars, the pursuit for an optimal working capital composition for most firms has remained vague. However, most scholars still insist on an equilibrate trade-off position between liquidity and profitability for firms to optimize returns and minimize risks (Raheman and Nasr, 2007) . This study argues that this is only true, when these firms defile some of the strict edicts of the pecking-order hypothesis. For as long as internal funds are reinvested to undertake long-term investment projects, optimizing working capital would only be an aberration for most firms.
Working Capital Composition and the Pecking Order Theory
The Donaldson (1961) Myers, 1999; Fama and French, 2002; Oboh et al., 2012; Sankay et al., 2013) . Donaldson refuted the idea of a firm having a unique capital structure which maximizes its profitability.
Whereas, most firms would rather maintain high liquidity position to meet due obligations and ensure smooth operational business flow, others would plough these liquid resources in long-term investments to maximize returns. However, the rationale for these remains vague to experts leading to ongoing debate among scholars.
Usually, experts would assume that a firm has no
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International Journal of Management, Economics and Social Sciences well-defined targeted debt-to-value ratio (Fama and French; 2002; Myers, 2001; Khrawish and Khraiwesh, 2010) , rather, it adheres to the Donaldson' s model of a well-defined order of financing its investment projects. This persuasion is as modeled in the following equation:
Δ DR t = α t + β 1 Δ π t + ε t Where Δ DR t is the level of change in a firm' s debt ratio for a period t and Δ π t is the level of change in its profitability for the same period t.
Corporate debt is thus dependent on whether, or not retained earnings are sufficient to finance long-term investment projects. That is, when a firm would rather plough its internal funds to finance long-term investment projects, its desires for debt will invariably be lessened (Donaldson, 1961; Fama and French; 2002; Khrawish and Khraiwesh, 2010; Myers, 2001 Myers, 1984; Titman and Wessels, 1988; Miller, 1977; Fama and French, 2002; De Angelo and Masulis, 1980; Bradley et al., 1984; Barclay and Smith, 1999; Oboh et al., 2012; Sankay et al., 2013) .
However, Pandey (1999) This proposition is modeled as follows:
Where Δ π it represents the level of change in profitability and Δ WCR it is the level of change in the working capital ratio for firm i in period t. The hypothesis thus holds that a firm' s profitability is not affected by its working capital composition.
This implies that, a firm can maximize profitability without necessarily trading-up its liquidity position. However, studies have suggested that a firm' s short-term assets form a vital part of its total assets, and firms must maintain a level of current assets to current liabilities in order to maximize returns and ensure operational efficiency (Smith, 1980; Eljelly, 2004; Mukhopadhyay, 2004) . Therefore, the alternate hypothesis is:
A firm' s profitability is significantly influenced by its working capital composition.
The arguments in this hypothesis anchor on three basic approaches of working capital management as discussed by Nwankwo and Osho (2010) . First, the ' conservative approach' , which suggests that when firms maintain larger quantity of current assets in relation to total assets, then profitability is lower resulting from lesser risks. Secondly, to follow the
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International Journal of Management, Economics and Social Sciences ' aggressive approach' , firms would yield higher profitability resulting from higher risks when they maintain relatively small portion of total assets in the form of current assets. Lastly, with the ' moderate approach' , firm' s risks are moderated; however, the firms would be unable to pay-off matured obligations. Hence, to complement these approaches, the alternate hypothesis, H i2 argues that if a firm decides to maintain more liquidity in its possession, then it would be at the expense of profitability.
Otherwise, if it decides to maximize profitability, then it will be exposed to higher risks of insolvency.
Financing Decision and Corporate Profitability
Economic experts and scholars have argued variedly regarding the relationship between financing decision and profitability. Whereas, most scholars have argued synchronously with the pecking-order predictions, suggesting that corporate financing decision relates negatively with profitability (Donaldson, 1961; Myers, 2001; Khrawish and Khraiwesh, 2010; Hayajneh and Yassine, 2011; Ching et al., 2011; Ogundipe et al., 2012; Sankay et al., 2013) . Others have averred to the contrary, proposing a positive relationship between corporate financing decision, market valuation and profitability (see Modigliani and Miller, 1963; Jensen and Meckling, 1976; Adelegan, 2007; Salawu and Agboola, 2008; Mollik, 2008; Oboh et al., 2012) .
Therefore, to speculate the logic of these arguments on whether a relationship exists between these two variables, this study presents its third hypothesis in the null form: Donaldson, 1961; Modigliani and Miller, 1963; Myers, 2001; Jensen and Meckling, 1976; Khrawish and Khraiwesh, 2010; Hayajneh and Yassine, 2011; Ching et al., 2011; Ogundipe et al., 2012; Sankay et al., 2013 
The combined interaction of a firm' s working capital and debt ratios would not significantly affect its profitability.
Functionally, this conjectural persuasion is modelled as follows:
Where Δ π it represents the level of change in profitability and Δ (WCR it *DR it ) is the level of change in the combined interaction of the working capital ratio and debt ratio for firm i in period t. The null hypothesis (H o4 ) thus holds that the variation in a firm' s profitability is not affected by the combined interaction of its working capital and debt ratios. An alternate to this position H i4 , is that:
The combined interaction of a firm' s working capital and debt ratios would significantly affect its profitability.
Conceptual Model
The conceptual model developed for the study as shown in Figure 1 depicts the proposed relationships between these twin-financing strategies and profit optimality as formulated in the study' s hypotheses (H i1 -H i4 ). First, the figure shows the interplay between a firm' s working capital ratio (WCR) and its debt ratio 
Description of Variables
The key variables studied were working capital ratio (WCR), debt ratio (DR), and profitability ratio (π ) with firm' s size included in one of the models as a control variable.
-Working capital ratio: This has been measured in this study using the acid-test ratio (quick ratio) as proxy. This is computed as current assets, less stock, divided by current liabilities (CA-S/CL), and the parameter for assessing the efficiency of this ratio is usually assumed to be 1:1 (Brewer, Garrison and Noreen, 2007) . This was decided due to the logic the study seeks to explore. First, the study holds that a firm' s working capital composition is not a separate decision from its financing decision (capital structure). Secondly, -Debt ratio: Scholars and experts have employed a broad choice of debt ratios as measurement for financial leverage ranging from short-term debt to shareholder' s equity; long-term debt to shareholder' s equity; and total debt to equity capital (see Mollik, 2008; Hamson, 1992; Oboh et al., 2012; Sankay et al., 2013) . For the purpose of this study the DR was measured using the ratio of total-debt (both long-term and shortterm debts) to shareholder' s equity. The rationale for this was based on the logic presented in the pecking-order assumptions, that a firm' s capital structure has no unique composition; but rather, that it follows a welldefined order (Donaldson, 1961; Myers, 1984) .
Furthermore, considering the fact that most companies in Nigeria would scarcely utilize longterm debt in their capital structure composition (Adeyemi and Oboh, 2011) , which if singled out would shrivel the sample size and may not give a realistic position of the actual effect of corporate capital structure on profitability.
-Profitability: Firm' s profitability measure was adapted from Lazaridis and Tryfonidis (2006) which used the ratio of firm' s gross operating profits to capital employed (net-asset), i.e. π = GOP/CE as a measure for corporate profitability ratio. In order to compute this ratio, cost of sales was subtracted from turnover to arrive at the gross operating profit which was then divided by net-asset. This measure of profitability was used International Journal of Management, Economics and Social Sciences because, the study sought to exclude as much as possible, any intrusion on profitability due to unnecessary costs which would have been captured in the distribution and administrative expenses. Many firms, in order to manipulate their profits for tax purposes and other questionable intentions, would deliberately inflate their expenses. Therefore, to capture the true state of the firm' s profitability, the firm' s gross operating profit seems reasonable.
-Firm Size : In line with other studies of working capital management and profitability, (e.g. Raheman and Nasr, 2007) , this study included firm size as a control variable, measured using the natural logarithm of sales as proxy. The inclusion of this control variable is justified on the basis of ample literature which provided evidence regarding the fundamental effect of firm size on firm profitability (Babalola, 2013; Lee, 2009 ) and firm size on working capital management (Chiou, Cheng and Wu, 2006; Josse, Lancaster and Stevens, 1996) .
Empirical Modelling and Estimation Method
Three models were specified to empirically establish the proposed relationships among firm' s working capital ratio, debt-equity ratio, 
.. (3)
Where:
WCR it represents the working capital ratio; DR it is the debt ratio; and (WCR*DR) it is the combination of these ratios; π it represents firm' s profitability and SIZE it is the size for firm i in t period, ε i is the error term and β 0, β 1, β 2, β 3 are the intercept and variables' coefficients.
RESULTS

Descriptive Statistics
Mean, Standard deviation, Skewness and Kurtosis statistics were computed for each of the Table 1 reports the results of this analysis.
As shown in Table 1 , the mean score (1.59) for profitability (π ) indicated low profitability across the sampled firms, having a right-tailed skewness with a substantial peak value (Skewness = 1.91 & kurtosis = 7.20 respectively).
Likewise, the mean score (0.86) for WCR indicated that, on the average most firms have low liquidity position, having the skewness of distribution to be right-tailed, with a substantial peak value (Skewness = 2.38 & kurtosis = 11.37 respectively). Furthermore, the mean score (1.68)
for DR indicated a relatively low debt-equity ratio across the sampled firms, suggesting that the debt level of these firms is much lower compared to their equity capital. This variable has also indicated a right-tailed Skewness distribution with a substantial peak value (Skewness = 2.43 & kurtosis = 9.15 respectively).
In contrast, the mean score (7.11) for SIZE suggests larger firms across the sampled firms, with a left-tailed Skewness distribution and a slightly peaked value (Skewness = -0.76 & kurtosis = 3.48 respectively). Table 3 .
Correlation Analysis
As reported in The result is as presented in Table 4 .
As observed from Table 4 , no statistically significant correlation was found between the unobserved person-specific random effects and the regressors as the p-value (p = 0.40) reported is greater than alpha (α = 0.05). Therefore, the random effects model as recommended based on this result (since it gives a more robust estimation of the model) was used to estimate Model 2.The result of estimation is presented in Table 5 .
The result as reported in Table 5, Table 6 presents the outcome of this test. As shown in where as a firm decides to invest its internal funds in long-term investment projects (Donaldson, 1961) , with a view to still maintain an efficient liquidity position, then to maximize profitability, an equilibrium position must be attained between the working capital composition and debt structure decisions.
CONCLUSION
Ensuing from the analogy presented by Donaldson (1961) on the pecking order theory of corporate capital structure, where internal fund is preferred to debt and equity when financing investment projects, this study has provided empirical evidence on the interaction of working capital composition and corporate debt structure, and the effects of the interaction on corporate profitability. First, the study found that the firm' s working capital composition interacts negatively with their debt structure choice. Then, on an individual basis, the firm' s working capital composition was not found to significantly relate with profitability, while on the other hand, the firm' s debt structure was found to relate positively with profitability in acquiescence to the Modigliani and Miller (1963) assertion, where 100 percent debt utilization is suggested for firms to maximize value.
However, in consideration to an interaction effect, the study found a significant positive effect on profits. The study thus holds that corporate profitability is positively affected as firms decide on their working capital composition synchronously with their debt structure.
IMPLICATIONS
The findings of this study indicate that the twin financial strategic decisions working capital and financing decisions are interrelated and must be pursued concomitantly for firms to optimize their profitability position. For financial managers, this
implies that corporate financing decision should not be independently taken without due consideration of the working capital composition.
If the pecking order predictions should be adopted when deciding on the choice of finance source, then due caution and appraisal must be taken in order not to shrill the liquidity position of the firms, which will only expose them to more risks.
LIMITATIONS AND FUTURE DIRECTIONS
The scope of this study was limited to only instance, working capital management was examined using only quick ratio in contrast to studies that used several proxy variables including current ratio, average collection period, inventory turnover (e.g. Raheman and Nasr, 2007) .
Furthermore, although, this study was able to achieve its objectives, not all extant explanatory factors affecting corporate profitability and not all working capital management and financing decision components were covered in the study.
It is therefore suggested that in-depth studies including these other factors are necessary. The scope of the study may also be extended to cover a larger sample of manufacturing companies over a longer period of time to yield more insights into the study of the variables of interest in this study. 
Appendix-II
LIST OF COMPANIES SAMPLED
